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2 KEY ECONOMIC INDICATORS: JORDAN — 


= 1976 _1975=1976 


NATIONAL INCOME 3/ - 

GNP (current prices) 14607" 18 
Per Capita GNP (current prices US$) 449 5144 14 
Argicultural Production (MT 1000) 


Wheat 50 50 67 34 
Barley and Other Field Crops 16 24 35 46 


Fruits and Vegetables 229 354 280 26 
Industrial Production 

Industrial Production Index (1966 = 100) 153 175 219 
Phosphate Rock (MT 1000) 1081 1353 ©=£702 
Cement (MT 1000) 617 615 598 586 
Petroleum Products (MT 1000) 675 748 828 1146 
Electric Power, Amman (Mil ) 181 213 257 324 
Bldg Permits Issued, Amman (M™ 1000) 331 291 318 542 
Money and Prices 

Money Supply (M1) 5/ 425 529 683 794 
External Public Debt 208 248 337 382 
Com Bank Credit Outstanding 188 261 379 553 
Ave. Interest Rate (Com Banks, overdraft) 7.0% 7.0% 7.0% 8,0% 
Average Cost of Living Index (1969 = 100) 133 159 178 -205 


Total Gold and Foreign Exchange Reserves S27". 308° “S47 618, | 
Balance of Payments (basic balance) +34 +42 +206 tHe 57 
Balance on Merchandise Trade #255 -329 =-576 -816— 
Domestic Exports 43 122 125 149 
UeSe sage nil nil nil nil 
Imports— 330 486 Fai -1023 
U.S. Share 10%. <13%% 10% 9% 
Debt Service RatioS_/ 15.9% 9.3% 6.6% 5.9% 


Notes: 


Wari data are derived from the Department of Statistics or the Central Bank of Jordan 
2 Exchange rates: 1973 = US $1.00 = Jordan Dinar .328; 1974 = US $1.00 = JD .322; 
1975 = US $1.00 = JD .320; 1976 = US $1.00 = JD .332; 
March 1977 - US $1.00 = JD .333. 
3/enp data are for East Bank and occupied West Bank, Agricultural and industrial 
data are for East Bank only. 
4 Embassy estimate 
2/Includes Government guaranteed debt, equal to 14% of total in 1976. 
—' Preliminary 
2/tncludes re-exports of = 1973 = $31 million; 1974 = $32 million; 1975 = $27 million; 
1976 = $58 million. 
8/Interest and principal payments on external debt divided by total foreign exchange 
earnings. 


Major Imports from the U.S. (1975) -- aircraft, parts, and accessories ($25 million); 
cereals and grains ($9 million); motor vehicles, parts, and accessories ($8 million); 
railway equipment ($6 million). 





JORDAN 


SUMMARY 


Although official statistics have not yet been published for 1976, we 
expect they will show real economic growth will have reached 7%. Due 
to a second year of inadequate rainfall, agricultural production in 
1976 was again disappointing. Although the 1977 yield apparently will 
not greatly increase over the previous year, continuing demand for 
Jordanian fruits and vegetables should result in a significant rise in 
the value of production. Industrial production continues to show healthy 
growth. Jordan experienced a record trade deficit in 1976. Official 
transfers and remittances from Jordanians working abroad resulted in a 
surplus on the current account. Jordan's gold and foreign exchange 
holding's reached a new record high. 


The budget of the Jordanian Government remains heavily dependent on for- 
eign grant aid, primarily from the United States, Saudi Arabia, and 
Kuwait. Though it has been Government policy to increase reliance on 
domestic revenue sources to support its regular budget, almost 35% of 
revenues for this purpose are to be derived from foreign grants in 1977. 


Jordan's economy entered 1976 in an inflationary boom. This condition 
prevailed into the middle of the year before cooling began. By the 

end of the year there was a general slow down in business activity. This 
development is widely considered as a requirement preceeding a return 

to healthy normal growth. Inflation and a shortage of skilled labor, due 
to competing demands from wealthy neighboring countries, however, remain 
important constraints to real growth. 


1976 was the first year of Jordan's highly ambitious Five Year Plan, 
which calls for more than $2 billion in investment through 1980. There 
will be attractive opportunities for American suppliers of technical 
consulting services and a wide range of capital goods. Competition 
from alternative suppliers has continued, and will continue, to grow. 
The US is now second to the Federal Republic of Germany as a supplier 
to Jordan. 





Current Economic Situation and Trends 


In 1975, Jordan's GNP recorded a less than 6% increase (in current US 
dollars) over the previous year. In a period when real growth in Jordan's 
GNP is estimated in the neighborhood of 6%, this apparent anomoly is 
explained by the deddline of agricultural productivity in 1975 following 
the 1974 record year. In terms of value, agricultural production in 

1975 was only 63% of the total of the preceeding year. The agricultural 
sector aside, nominal GDP increased by 12% in 1975. 


Official figures have not been published for 1976, but it appears that 
real economic growth for the year may have been near 7%, Inflation was 
officially recorded at 15%. Allowing for a depreciation of the Jordanian 
Dinar against the US dollar during 1976 (after three years of relative 
appreciation), we estimate an 18% increase in GNP in current dollar 

terms for 1976. 


The services sector continues to contribute about 60% of GDP, with 
agriculture and industry sharing about equally in the remaining 40%. 

It is expected that the relative share of services will decline with the 
shares of agriculture and industry increasing, the latter at the more 
rapid rate, 


Jordan's agricultural production is largely dependent on irregular and 
unpredictable rainfall unevenly distributed across the country. Rainfall 
was inadequate in both the 1975 and 1976 growing seasons and arrived 

late for 1977 crops. Wheat production will probably approximate that of 
1976. However, the outlook for summer crops, i.e. fruits and vegetables, 
is promising. Production in these crops will also be relatively enhanced 
as land not planted to wheat because of inadequate early rainfall is 
subsequently planted to summer crops. Late rains also favor livestock 
grazing. As Jordan extends its program of irrigating the potentially 
highly productive Jordan Valley, regular and predictable increases in the 
yields of fruits and vegetables may be expected, 


There have been few commercially exploitable minerals identified in Jordan. 
Phosphate mining and cement production are currently the only major in- 
dustries based on local mineral deposits, A $300 million plant to pro- 
duce 600,000 tons of fertilizer annually from local phosphates is scheduled 
for completion in the early 1980's. A ceramics factory using local clays 
has begun production, and plans to produce glass from Jordanian sand may 
be implemented shortly. There is also underway a study to determine the 
feasibility of extracting potash (as well as bromine, caustic soda, and 
other minerals) from Dead Sea brines. Oil exploration continues in 
northern Jordan. Recently, there has been some interest in the possi- 
bility of obtaining uranium from Jordanian phosphate rock, and Jordan 

has marble that is of commercial value, Finally, copper and manganese 





deposits have been found, but their potential for profitable extraction 
does not appear promising at present. 


Because of a small domestic market (total East and West Bank population 
is estimated at less than 3 million), Jordan's industry has traditionally 
been characterized by small facilities, producing almost exclusively for 
the domestic market. Jordan's largest industries produce cement, phos- 
hate rock (entirely for export at present), and refined petroleum pro- 
ducts (almost entirely for domestic consumption), Major expansion of 
all three industries is ongoing. The recent growth and potential for 
growth of light manufacturing industries are impressive. These are 
generally based on Jordan's small but growing domestic market and the 
potential for export to neighboring countries. Private investment in 
Jordan may have exceeded $300 million in 1976. Though most of this 
capital derives from local sources, joint venturing with foreign in- 
dustrial partners shows considerable promise, 


Jordan suffers a chronic and growing trade deficit. Although domestic 
exports increased by a creditable 19% in 1976, imports for domestic 
consumption grew by 37%. Starting with the existing large trade deficit, 
the 1976 deficit was a new record. Jordan's most important commodity 
export is phosphate rock, which accounted for 39% of commodity export 
earnings in 1976. Fruits and vegetables accounted for another 33%. 
Jordan, however, is a net importer of food; 30% of the total 1976 
import bill was represented by foodstuffs. In recent years, raw materials 
have accounted for about 24% of imports, while capital goods represented 
34% of 1976 imports, From 1971 through 1974, the United States was 
Jordan's primary supplier.’ In 1975, the Federal Republic of Germany 
took over that position, and the U.S. fell to second place. 


Jordan's deficit on the merchandise account is overcome in the current 
account by official transfers and remittances from Jordanians working 
abroad (chiefly in the Arabian Peninsula). Central Bank figures for 
1976 record these totals as $380 million and $370 million respectively, 
making them Jordan's first and second most important sources of foreign 
exchange. The balance of payments on current account attained a surplus 
of $57 million in 1976. Technical adjustments in the capital flows of 
the central government to account for determination of pricing formula 
for Jordan's imports of crude oil are reflected in the unusually high 
surplus in the basic balance in 1975 and the unusually low surplus the 
following year. The current account surpluses in those years were 

$69 million and $57 million respectively. 


During the course of 1976, Jordan's total foreign exchange and gold 
reserves increased by 13%. Eleven percent of the total is now held 
by commercial banks. Present holdings are equivalent to more than 
seven months of (1976) imports. 





Jordan's money supply (M1) has been growing steadily and rapidly since 
1973 == in Jordanian Dinars by over 20% in that year and each of the 
following. The 1976 increase of 21% was the lowest during this period. 
All of last year's increase took place in the first half of the year, 
and as of February, 1977, Ml stood at almost exactly the same level as 
that of the previous June. For 1976 as a whole, demand deposits in- 
creased by 28% and currency held by the public 16%. Quasi=money (M2=M1) 
increased by 61%. 


Stabilization of the money supply took place at the same time as Jordan's 
overheated economy began to cool. Increasing remittance income and 
official transfers contributed importantly to an inflationary boom 

which peaked in mid-1976. From this point, rampant land speculation 
halted, (luxury) residential housing began to come into excess supply 

and consumer demand weakened successively. Though normally an ex=- 

porter of cement ($5 million in 1975), the building boom resulted 

in Jordan becoming a net importer in 1976. However, from August 
applications for building permits fell off rapidly. Many investors 

found that expected profits from land trade did not materialize, rentors 
and buyers for new housing could not be found, and merchandise inven= 
tories had been increased excessively. The private sector thus became 
illiquid. However, the current business slowdown is widely interpreted 
as a welcome correction to an artificial boom, which presages a return to 
healthy economic growth. 


Total commercial bank credit outstanding increased by 51% during 1976, 
(in JD). Over 60% of the total was extended to trade, construction and 
the purchase of land. 


Despite the recent slowdown in business activity and the stabilization 
of the money supply, the Amman Consumer Price Index (which may under- 
state the actual rate of inflation) continues its upward movement. The 
average increase in the Index during 1976 was 15%, slightly higher than 
the average increase for the three previous years. As in previous years, 
the rise has been dominated by increases in the prices of fruits and 
vegetables, At the end of March 1977, the Index has increased almost 
25% over the same monthin 1976. Prospects for relief in the near 

future appear dim. 


The Jordanian population's participation rate in the labor force is 
relatively low, at less than 25%, due primarily to the limited role of 
women in the economy and the fact that more than 50% of the population is 
less than 15 years old. However, as continuing demands for Jordan's 
highly valued labor force draw male workers off to employment in neigh- 
boring oil rich countries, more women are entering the domestic labor 
force. Because of the great demand for Jordanian labor and a generally 
improving domestic economy, unemployment is statistically insignificant. 
Jordan, in fact, has had to begin importing foreign labor: in 1976 some 
$15 million in foreign workers remittances left Jordan. 





About 60% of the labor force is employed in the services sector, which is 
dominated by Jordan's relatively large civil service and armed forces, The 
remaining 40% is roughly divided between agriculture (gradually declining 
in employment) and industry (gradually increasing). 


The Jordanian Government's regular budget (recurring plus self-financed 
capital expenditures) dependent on foreign grant support. Primarly budget 
donors are the United States, Saudi Arabia, and Kuwait. Though there 

has been a slowly increasing reliance on domestic sources of revenue, the 
1977 regular budget anticipates that 35% of these costs will be met by 
foreign budget support. The regular budget is to increase by 30% over 
re-estimated 1976 expenditures, to $750 million. Of this amount, $150 
million has been allocated for investment in social and economic develop-= 
ment. Jordan's separate development budget, which is almost entirely 
financed by long-term concessional loans, projects 1977 expenditures of 
$250 million. On the basis of past experience, it appears unlikely that 
the entire amount will be disbursed this year. 


Implications for the United States 


Jordan's economy is essentially a free enterprise although the Government 
maintains important equity positions in many of the country's larger enter- 
prises. Foreign investment is welcome, to the extent that 100% foreign 
ownership of local enterprises is permissable. A liberal investment law 
grants attractive tax holidays and other advantages to both local and 
foreign investments which accord with the country's plans for economic 
development. Provisions for repatriation of foreign capital and profits 
are also incorporated in the basic investment law. Foreign exchange 
regulations, yet to be condified in a single document, are generally 
liberal, 


The first entirely private American-Jordanian joint venture (to manufacture 
industrial footwear) is expected to commence production shortly. Similar 
joint venture projects in light manufacturing, based on a small but ex- 
panding domestic market and holding the prospect for impressive export 
sales, have also been entered into with private businessmen of other 
nationalities. Their potential for substantial returns to equity appear 
good, Opportunities for licensing agreements for manufacturing processes 
are also likely to increase, 


Though no longer Jordan's primary trading partner, American imports into 
Jordan have grown impressively. These totalled $35 million in 1973, 

$55 million in 1974, $76 million in 1975, and $94 million in 1976 according 
to Jordanian statistics. While the historical reputation of American 

goods for quality still gives the American exporter some slight advantage, 
aggressive competition from alternative suppliers has grown rapidly. 





Jordan's highly ambitious Five Year Plan (1976-1980) calls for private 
and public sector investment of over $2 billion concentrated in agri- 
culture, mining and manufacturing, tourism, and transportation. Parti- 
cularly in technical consulting services and capital goods supply, there 
will continue to be attractive opportunities for aggressive American 
exporters. Congestion at Jordan's only seaport during 1976 had resulted 
in a relative transportation cost advantage to suppliers who could ship 
overland from Europe. The situation at the port of Aqaba has improved 
significantly, reducing that relative advantage. However, in comparison 
to the US dollar, the currencies of other major Jordanian trading partners 
(the Federal Republic of Germany excepted) have been depreciating against 
the Jordanian Dinar, making their goods relatively less expensive than 
competing American products. 


In late 1975, Jordan enacted legislation designed to encourage the esta- 
blishment of regional business headquarters offices in Jordan. Provisions 
of the law include tax exemption of profits earned outside of Jordan, 
income tax exemption for all expatriate employees of the regional offices, 
and duty-free entry of office equipment and the private vehicles and house- 
hold furnishings of expatriate employees. Largely because of the situation 
in Beirut, some 130 foreign companies, including more than 30 Americans 
firms, have located offices in Amman. Most of these foreign offices have 
been pleased by the relative efficiency of the Jordanian Government and 

the country's infrastructure, the Western orientation of business practices, 
the degree to which English is a commercial language, and the genuine 
friendliness and hospitality of the Jordanian people. However, business 
communication facilities, transportation and other elements of the in- 
frastructure are becoming increasingly burdened. The Government is making 
serious efforts to relieve these problem. 


The responsible agency of the Government of Jordan will normally issue 

an international tender for major procurement of goods or services not 
readily available in Jordan. Often a pre-qualification procedure is 

used, Prior to issuance of an international tender, release of the 
foreign exchange necessary for the anticipated contract must be authorized 
by the Central Bank. In granting a contract to a foreign firm, the 
Government will normally require the intermediation of a local agent. 
Naturally, potential foreign suppliers who have existing agency rela- 
tionships in Jordan have a distinct advantage, especially as bid dead-= 
lines are often short. 


-. Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
< additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 








